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KEY ECONCMIC INDICATORS: 
December 1973 


Values in million US $ Percent Change 


(o/same cumul, 
Item and date of most recent data shown 1972 197 ortion of 1972 


GNP at current prices NA NA 
GNP at constant (1961) prices NA 
Per Capita GNP, constant prices (dollar) NA 
Investments as % current GNP NA 
Investments in machinery and equipment NA 
Investments in plants and buildings NA 
Notes in circulation (9/73) 1,639 
Bank credit outstanding (9/73) 6,908 
Net Gold and Foreign Exchange Reserves (10/73) 1,857 
Current Account bal. of Payment (12/73) - 50U(est) 
Production: Major Agr. Fish, Mfg. Items 
Milk, l0uu's of liters (9/73) 1,283 
Fish, 10U0's of metric tons (9/73) 2,401 
Wood Pulp, 10U0's of metric tons (9/73) 1,591 
Paper and Hoard, 10UU's of metric tons (9/73) 1,008 
Ferrcelloys, l10uuU's of metric tons (9/73) 534 
Crude Steel, 10U0's of metric tons (9/73) 703 
Aluminum, 10UU's of metric tons (9/73) 455 
Electric power production, mill. Kwhr. (9/73) 51,998 
Housing Units Started (9/73) 28,600 
Passenger Cars Registered (9/73) 72, 70U 
Unemployment Rate (% of wage earners (10/73) 0.8 
Hourly wage male industrial workers (dollars) (6/73) 3.29 
Indices: 
Consumer Price (1968=10U) (11/73) 139.1 
Wholesales Price (1961=10U) (11/73) 147.3 
Industrial Production (1961=10U) (10/73) 176.5 
Foreign Trade: 
Total Exports, Excl. ships, FCB (11/73) 3,624 
Exports to U.S, (11/73) 245 
Total Imports, Excl. ships, CIF (11/73) 5,09 
Imports from U.S. (11/73) 364 
Imports from other main sources (Excl, ships) 
Sweden (11/73) 894 
West Germany (11/73) 740 
United Kingdom (11/73) 580 
Ship Exports (11/73) 856 
Ship Imports (11/73) 1,078 
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Source: Central HKureau of Statistics 


Par value established February 12, 1973: #1.0U = NKr 5.98 


Since then the Norwegian krone has joined the European float. 


A 2 4 , af . + 
A median rate of $1.0 = NKr 5.50 has been used in the above conversions 





Main Imports from U,S, January - November 1973 


Millions of dollar 


Machinery 112.3 
Transport Equipment 60.5 
Chemical Compounds (mainly Alumina) 33.2 
Oilseeds (mainly soybeans) 39.2 
Coal, Fuel Oils, and Lubricants 15.9 
Grains 33.1 
Fruit and Vegetables adi? 
Scientific and Technical Instruments 14.4 
Plastics, artificial Resins 6.1 


Main Exports to the U,S. January - November 197 
Millions of dollars 


Nickel 

Frozen Fish Fillets 
Canned Fish 
Machinery 
Fertilizers 
Aluminum 

Furs (mainly mink) 
Ferroalloys 
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Source: Central Bureau of Statistics 
Par Value established February 12, 1973: $1.0U = NKr 5.98 


Since then the Norwegian Krone has joined the European float. 


A median rate of $1.0U = NKr 5.50 has been used in the above conversion. 





summary 


A general eccnomic expansion now appears to be well underway in Norway. 
Industrial production growth is accelerating, the labor market has tight- 
ened and other leading indicators like crders, inventories and investment 
plans all point toward continued economic upswing. Intlationary pressures 
are still at work and growing, but, compared with its main trading part- 
ners, Norway's competitive position remains satisfactory. The forthcoming 
comprehensive spring wage negotiations are, however, expected to result in 
wage boosts which may bring about excessive price increases. As far as the 
current oil crisis is concerned, Norway is among the countries likely to be 
the least affected by shortages and price boosts - in the short run because 
of its heavy dependence on domestic hydroelectric power, in the longer run 
because of its North Sea petroleum reserves. The economic upturn, combined 
with the dollar devaluation, are creating new sales opportunities for sAmeri- 
can exporters. Despite its smallness, Norway otfers "mega-markets" in three 
iields oi particular interest to U.S. exporters: oif-shore oilfield equipment, 
maritime equipment and environment protection equipment. Lesser markets 
appear for i.a. biomedical equipment, building and construction supplies and 
equipment, and graphic arts equipment. Industrial expansion plans, including 
an oil refinery, and a petrochemical complex based on North Sea natural gas- 
liquids as well as the likely cpening cf a new coal mine at Spitzbergen may 
offer opportunities for sales of a wide range of U.S. products. 





CURRENT SITUATION AND ECONOMIC TRENDS 


Economy Continues on Uptrend but Energy Problems Make Prospects Cloudy 


The Norwegian economy now appears to have entered a more expansive stage 

than during the first half of 1973. Production in the manufacturing indus- 
tries is growing at a higher rate and the labor market has tightened. 

Order statistics for the third quarter show an upsurge - particularly in 
domestic orders for investment goods - which promise continued expansion 

of industrial production, The impact of the Norwegian involvment in the 
otf-shore oil and gas business has now reached a level where the govern- 

ment has found it necessary to make establishment of new oil bases (and 
larger new investments in general) dependent on government approval. The 
uncertainties stemming from the impact of reduced supplies and higher 

prices of petroleum products make the outlook for the Norwegian economy 
cloudy. Norway is, however, even in the short run, among the countries 
likely to be least affected by petroleum shortages and price voosts, because 
60% of the total energy requirement is met by hydroelectric power. The 

water reservoirs of the power companies are, moreover, filled to an extent 
permitting sizeable replacement of fossil tuels by hydroelectric power in 
industry as well as households. If, however, fuel shortages result in 
production cut-backs among its major trading partners, demand ror Norway's 
products may fall oif. Even in such a situation the prospects are not un- 
ambiguous because just the opposite could happen if Norwegian industry turns 
out to be in a better position to keep up production than competitors abroad. 
Higher oil prices, however, are expected to hoist the rate of inflation in 
1974 by one or two percent over the previously forecast 7.5%. The Norwegian 
government's posture regarding the energy situation appears mildly optimistic. 
Cut-back in oil deliveries to industry have been limited to 10% - which report- 
edly has been oitfset by increased supplies of hydroelectric power. The 1974 
fiscal budget, which was approved by the Storting (parliament) on December 17, 
has undergone no changes since its presentation in the early fall. Nor were 
any adjustments made in the accompanying National Budget, which envisages 5.5% 
real growth in 1974, The government view also seems to be generally shared 
by industry. A poll taken by a leading Oslo daily at the end of December 
reveals no gloomy mood in industry and trade circles. Most companies gquest- 
ioned report rising turnover and profitablity in 1973. 





Industrial Production Moderately up. 


The production index for manuiacturing industries rose by only 3.3% in the 
first half of 1973 compared with the corresponding period in 1972. This 
implied that the rate of growth had not increased appreciably over 1971 and 
1972, both of which years had shown the weakest growth recorded since the 
late 1950's. A primary reason for the slow growth in the first half of 
1973, despite vigorous foreign demand for Norway's products, was a depletion 
of inventories piled up during the previous stagnation period. Third quar- 
ter data, however, indicate stepped-up industrial production. The index for 
manufacturing industries was 5.4% higher in July-September than one year 
earlier, 5.3% higher if mining and electric power production are included. 
The production index for the iirst three quarters of 1973 shows a 4.0% in- 
crease tor manuiacturing industries. Production rises have been most pro- 
nounced in those industries particularly exposed to changes in the inter- 
national business cycles. In the first three quarters, production in the 
primary iron and metals industry rose by 9%, in the chemical industry by 8%, 
and in the pulp and paper industry by 6%. Production of machinery was up by 
8%, but other sectors of the engineering industry increased by below average 
rates and typical consumer industries like food and beverages, textiles, and 
clothing continued their stagnation, reflecting slack domestic consumer de- 
mand. Nevertheless, if the overall pace of growth continues through the last 
quarter, the industrial production index will register a 4.5% rise ror the 
full year, or abcut the same average rate as recorded for the last six years. 


The construction industry is stagnating with no signs of an early revival. 

A total ot 30,10U dwelling units were started and 32,0UU completed in the 
first three quarters of 1973, or 2.5% and 2.4% fewer, respectively, than one 
year earlier. At the end of September, .the number of dwelling units under 
construction was 2,600 below the number 12 months earlier. Non-residential 
construction - notably schools and commercial and industry buildings - has 
also been lower so tar this year than one year ago, 


Planned investment in the manufacturing industries for 1974 is up 24% over 
1973 (to $575 million), according to a December survey of investment plans. 
Investments in North Sea oil exploration and production will more than double 
to #775 millicn in 1974, but the effect on the domestic capital market will 
be limited because the bulk of this capital outlay will be financed abroad. 





Continued Upsurge in New Orders 


The upsurge in new orders starting in the first half d 1973 gained momen- 
tum in the third quarter. The volume of new orders in the iron and metal 
industry (including the engineering industry) rose by 122% over the third 
quarter figures in 1972. A substantial part of the increase was accounted 
for by domesticshipowners' orders for super-tankers and oil drilling rigs. 
Orders in other branches of the iron and metal industry also rose substant- 
ially. In the primary iron and metal industry (aluminum, ferroalloys, steel, 
copper and nickel) new orders increased by 40% compared with July-September 
1972. Export orders dominate the primary iron and metal industry, but in 
the iron and metal industry as a whole, new orders from domestic customers 
rose by 112% in the third quarter 1973 compared with the year before. 

Orders for investment goods (iron and metal manuf'actures and electric and 
non-electric machinery) also rose sharply during the third quarter - by 34% 
for domestic customers and by 28% from abroad, The backlog of orders in the 
iron and metal industry, engineering included, which had reached record 
levels at the end of the second quarter, was 40% above the level one year 
earlier at the end of the third quarter. Favorable developments in the or- 
der situation were also recorded for the chemical and the textile industries 
which logged increases in new orders over the third quarter oi 1972 by 26% 
and 23%, respectively. New orders for the clothing industry rose by a modest 
6% in the third quarter 1973 compared with one year earlier. Investments 

in industry, mining and electric power production planned tor 1974 will reach 
$620 million and exceed 1973 results by 16%, if capital spending for oil and 
coal production are excluded. Including oil and coal activities - which are 
mainly financed from abroad - 1974 investments will rise by 42% to $1.7 
billion, 


The main impression given by order data and by capital spending plans is that 
investment demand has accelerated sharply during the summer and early fall. 
Demand irom abroad and domestic investment demand represent the major growth 
factors while domestic consumer demand continues to grow only moderately. . 


Price Inflation Augurs Fat Spring Wage Demands 


The upward price thrust continues unabated and indications are that the rate 
of inflation will grow at a somewhat faster rate than originally forecast, 
as a result of sharply higher oilprices. 


Compared with most of its trading partners, Norway managed its price problems 
well in 1973. The consumer price index (CPI) is estimated to have increased 
by 7.5% in 1973, a price rise which compares favorably with all but two of 
the other OECD members. Subsidies introduced in connection with the spring 





wage settlement and, probably to a lesser degree, the 5% revalution of 
the Norwegian krone in November are contributory causes to the relatively 
moderate rise in the 1973 CPI. 


Prior to the current oii crisis, inflation was expected to continue at 

more or less the 7.5% rate of 1973. but with sharp increases in oil pri- 
ces, this forecast has had to be revised upwards. It is now expected 

that higher oil prices will add 1%-2% to the previously expected rate. The 
newly passed 1974 fiscal budget includes increases in consumer subsidies 

of 10% to $218 million, an amount hardly sufficient to exert much price- 
dampening effect. Most wage-salary contracts are up for renewal in March- 
April 1974. Unlike the collective bargaining of previous years the spring 
negotiations will be conducted on an industry by industry basis, that is, each 
labor union will negotiate separately with its opposite member in the Nor- 
wegian Employers Association, Fat wage and salary demands are expected, 
not the least because most wage and salary earners have seen their real 
income reduced during tha last two years. According to a labor source, 
wage demands will probably range between 10-20%. The labor market is 
currently very tight. On December 31, 1973 the number of unemployed was 
only 18,0UU, which represented an all-time low of 0.8% for that date. 


Imports Likely to Remain at High Levels 


Following a year of exceptionally low import growth (only 0.5%), estimated 
aggregate 1973 imports will rise by about 21% to $5.7 billion. Exports 
are estimated to rise by about the same percentage to a total of $4.0 bil- 
lion, resulting in a widening merchandise trade gap. Imports of new ships 
have only partly been offset by higher export deliveries of ships from 
domestic shipyards and stepped-up sales of second-hand tonnage, but the 
exceptionally high freight rates during most of 1973 are expected to boost 
gross freight earnings about 16% to an all-time retord of some $3.0 bil- 


lion. A balance of payment deficit of $535 million, or six times the 1972 
deficit, is projected for 1973, followed by an all-time record deficit of 


#90U million for 1974, The payments balance is expected to revert to a 


surplus position in 1975/76 when the Ekofisk oil field goes into full pro- 
uction. 





IMPLICATIONS FOR THE UNITED STATES 


Imports from U.S, - Up 


The growth of U.S. exports to Norway during the first ten months of 1973 was 
fairly encouraging. Following a disappointing performance in 1972, Norwegian 
imports from the U.S. increased 25.9% over the January-November period the 
previous year. The expansion of imports from the U.S. is close to that of 
imports as a whole, thus maintaining our share of the Norwegian market at about 
6%. The possibility of edging out Denmark as number four supplier country to 
Norway is slim, but at the very worst, we will give the Danes a close run for 
the money. 


In actual fact, U.S. exports to Norway are running considerably higher than 
indicated by Norwegian trade statistics, but just how much higher is unknown. 
Because equipment for the off-shore oil industry is not brought through Customs, 
it is not reflected in official Norwegian statistics. It is conceivable that 
the actual level of imports from the U.S, may be close to double that shown in 
the official trade figures. 


"Mega-Markets" 


While Norway is a small country, its market potential is greater than might be 
suspected at first glance. For one thing, it is among the weathiest countries 
in the world in terms of per capita GNP. Furthermore, there are at least three 
areas where sales potential is completely out of proportion to the country's 

3.9 million population, lying in the multi-hundred-million to billion-plus dol- 
lar range. These are the "mega-markets": Offshore oilfield equipment, maritime 
equipment, and environmental protection equipment. 


Offshore Oil Equipment 


It is expected that concessions for drilling in 32 blocks in the Norwegian 
sector of the North Sea continental shelf will be awarded this spring, allowing 
a full summer season of exploratory drilling activity. In view of the current 
worldwide oil situation, there can be little doubt that this activity will be 
intense, creating a good market for "consumables" and other equipment, including, 
but not limited to, mud control, mud logging, testing and simulating equipment; 
weather, current, and other sensors; and sophisticated on-board electrical 
equipment such as alternators, switchboards, motor control centers, control 
consols, monitoring systems, S-C-R equipment, and AC and DC transformers. In 
addition, work proceeds apace on the development of the Phillips Group's Ekofisk 
field and associated pipelines, which represent another facet of the Norwegian 
off-shore market. Further, Norwegian owners have now placed orders for 43 
drilling rigs, and additional orders are expected. A number of these rigs will 
be built in U.S, yards, representing substantial U.S. sales for Norwegian account. 





Moreover, those built in Norwegian yards offer a significant market for on- 
board equipment of U.S. manufacture. Finally, the Government may open off- 
shore areas lying north of 62° to exploratory drilling in 1975. While some 
seismic surveying work has already been done, this type of activity is expec- 
ted to pick up considerably this year, offering opportunities for U.S, equip- 
ment and oceanographic technology. 


Maritime Equipment 


The current energy crisis has added a certain fillip to the already strong 
interest shown by Norwegian shipowners in VLCC's (Very Large Crude Carriers) 
and LNG carriers. Shipping and shipbuilding represent an enormous potential 
market for U.S. manufacturers of equipment and supplies. Included among those 
manui'acturers may be some for whom the maritime industry could represent an 
entirely new market, for a ship is, in a sense, a floating city, and an LNG 
carrier requires linens and laundry equipment as well as cryogenic pumps and 
valves, Norwegian industry sources continue to express amazement that more 
U.S. firms have not awakened to the sales potential here. We have - in their 
estimation - barely begun to scratch the surface of the market. 


Environmental Protection 


The third "mega-market" in Norway is probably pollution control equipment. 
Because many of Norway's basic industries are heavy polluters, and because of’ 
widespread public concern about the quality of water and air, the market poten- 
tial in this sector is far greater than Norway's small population might indicate. 
In addition to an estimated investment requirement of $350 million for industry, 
the expenditure that will be required by the public sector in such fields as 
municipal waste disposal and water treatement, is of significant proportions - 


the city of Oslo, for example, has just announced a $10U million sewage disposal 
project. 


Lesser Markets 


In addition to the three "mega-markets" there are a number of other areas offer- 
ing excellent growth and incremental sales potential, but on a smaller scale - 
perhaps in the six to seven digit range. Among these, Embassy research has 
identified the following as being particularly promising: 


Health Care Industries Equipment and Instrumentation (Biomedical 
Equipment): The Norwegian market fcr biomedical equipment, while mode- 
rate in size, has the highest growth rate in.Scandinavia and is 
expected to reach $25 million in 1976. The U.S. share of this market 
is currently about 10%, and this is projected to rise to 13% or bet- 
ter by 1976. 





Building and Construction Supplies and Equipment (Including Do-it- Your- 


self Supplies): While residential construction has recently stagnated 

(as noted previously in this report), the average growth rate for the past 
several years has been 4-5%. There is great interest among contractors, 
suppliers, and architects in new U.S. product developments. High labor 
costs account for a rapid growth in do-it-yourself home repairs and remod- 
eling, with a concomittant growth in the potential for quality handtools 
and do-it-yourself supplies (plastics, self-adhesives, etc.). 


Graphic Arts Equipment: The Norwegian printing and graphic arts industry 
considers the U.S. to be the world leader in technological developments. 
Automation, computerized control, and other labor-saving techniques are of 
particular interest. 


Other Industrial Equipment: Worldwide shortages of basic materials have 


caused Norway s primary metals industries to dust off expansion plans. A 
large oil refinery is currently under construction, and a petrochemicals 
industry of significant proportions, based on North Sea gas, will soon be 
launched, including at the first stage, an ethylene cracker and a polyethy- 
lene-polypropylene facility, with synthetic proteins, ammonia, and urea 
facilities, representing perhaps $300 million in investments, also under 
consideration, Although the growth rate in the mining industry is expected 
to slow down, what expansion plans exist - including a new coal mine at 
Svalbard - appear to offer interesting sales possibilities for technolo- 
gically advanced drilling equipment; heavy intra-mine and long-haul transport 
equipment; instrumentation for the mining and minerals processing industries; 
coal-cutting equipment; and heavy front-loaders. 
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